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SUBJECT: REACTIONS TO PROPOSED ELIMINATION OF LAW OF SIMILARS 

FOLLOWING MESSAGE WAS PREPARED BY AMCONSUL SAO PAULO: 

1 . SUMMARY: SEVERAL IMPORTANT SAO PAULO INDUSTRIAL 
ASSOCIATIONS HAVE EXPRESSED DISAGREEMENT WITH MINISTER 
CALMON DE SA'S PROPOSAL TO PHASE OUT THE LAW OF SIMILARS, 

WHICH CURRENTLY PROHIBITS IMPORTATION OF FOREIGN GOODS 
WHEN SIMILAR PRODUCTS ARE MANUFACTURED IN BRAZIL. THE 
INDUSTRIALISTS ASSERT THAT THE PROTECTION OF DOMESTIC 
INDUSTRY IS NECESSARY FOR BRAZIL S DEVELOPMENT. AS 
FURTHER JUSTIFICATION, THEY CITE PROTECTIONIST DEVICES OF 
OTHER TRADING COUNTRIES. THE MINISTER'S SPEECH MAY RELATE 
TO A GOB STUDY ON IMPORT POLICY ALTERNATIVES. END SUMMARY 

2. MINISTER OF INDUSTRY AND COMMERCE CALMON DE SA PROPOSED GRADUAL 
AND SELECTIVE ELIMINATION OF PROTECTIONIST MEASURES, BEGINNING 
WITH THE LAW OF SIMILARS, IN HIS SPEECH AT THE SUPERIOR 

SCHOOL OF WAR ON JULY 7. ACCORDING TO THE MINISTER, DISTORTION OF THE 
MARKET, INEFFICIENCY, HIGH PRICES, INFERIOR QUALITY AND DELAYS IN 
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DELIVERY OF DOMESTICALLY PRODUCED EQUIPMENT RESULT FROM THE PRO- 
TECTION AFFORDED BY THE LAW OF SIMILARS. HE ASSERTED THAT THE CONSU- 
MER SHOULD HAVE THE RIGHT TO CHOOSE BETWEEN DOMESTIC AND IMPORTED 
ALTERNATIVES. 

3. NEGATIVE REACTIONS FROM INDUSTRY SAO PAULO PRESS RECORDED SWIFT 
REACTIONS OF THE LOCAL INDUSTRIAL COMMUNITY. THE SPOKESMAN FOR THE BR 
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A- 

7, TUAN ASSOCIATION FOR THE DEVELOPMENT OF BASIC INDUSTRY, (ABDID) WAS 
FAVORABLE TO ELIMINATION OF THE LAW OF SIMILARS, PROVIDED THE GOB COM 

PLETELY REVISES TARIFF RATES AS AN ALTERNATE MEANS OF STIMULATING DO- 
MESTIC INDUSTRY. THE BRAZILIAN ASSOCIATION OF THE ELECTRIC AND ELEC- 
TRONIC INDUSTRY (ABINEE) ALSO URGED UPWARD REVISIONS IN TARIFF 
RATES BUT CONTINUED TO SUPPORT THE LAW OF SIMILARS AS AN ADJUNCT TO 
TARIFF AND INCENTIVE POLICIES. ACCORDING TO ABINEE, LIBERALIZING 
IMPORTS IS PRESENTLY IMPOSSIBLE GIVEN HIGH COST OF RAW MATERIALS IN 
BRAZILIAN DOMESTIC MARKET, DECLINE IN DOMESTIC DEMAND AND PROTECTIONI 
ST 

POLICIES OF GATT COUNTRIES. ABINEE PROTESTED THAT DEFICIENCIES MENTIO 

NED BY MINISTER WERE NOT EXCLUSIVE TO DOMESTIC MANUFACTURERS. THE 
ABINEE SPOKESMAN ASSERTED THAT CALMON DE SA SPOKE AS AN ADMINIS- 
TRATOR OF PUBLIC ENTERPRISES RATHER THAN A MINISTER OF COMMERCE AND 
INDUSTRY. 

4. OPPOSITION FROM THE CAPITAL EQUIPMENT SECTOR - THE ASSOCIATION OF 
MACHINERY INDUSTRIES OF SAO PAULO (SIMESP) URGED STRICTER ADHERENCE 
TO THE LAW OF SIMILARS AND CONTROL OF EXEMPTIONS GRANTED TO PUBLIC 
ENTITIES FOR IMPORTS OF CAPITAL EQUIPMENT. SIMESP MADE THE POINT THAT 
FOR HEAVY EQUIPMENT, THE GOVERNMENT IS THE PRINCIPAL CONSUMER AND 
IN THIS SECTOR DOMESTIC MANUFACTURERS FACE STIFF INTERNATIONAL COM- 
PETITION. THE SIMESP SPOKESMAN COMPLAINED THAT IDB AND IBRD LOAN 
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POLICIES TEND TO ENCOURAGE IMPORTS OF CAPITAL EQUIPMENT FOR PUBLIC 
SECTOR PROJECTS. 

5. CONFLICTING OPINIONS REGARDING A PARTS AND COMPONENTS INDUSTRIES - 
OPPOSING VIEWS WERE EXPRESSED REGARDING PARTS AND COMPONENTS FOR DO- 
MESTICALLY MANUFACTURED EQUIPMENT. EQUIPMENT MANUFACTURERS EXPRESSED 
DISSATISFACTION WITH LOCALLY PRODUCED PARTS AND URGED LIBERALIZING 
IMPORTS IN THIS AREA. ACCORDING TO THE EQUIPMENT MANUFACTURERS, LOCAL 
LY 

PRODUCED PARTS AND COMPONENTS ARE NOT, IN FACT, SIMILAR IN QUA- 
LITY, PRICE OR DELIVERY TIME TO SUPERIOR PRODUCTS OBTAINABLE ABROAD. 

6. FIESP SPECULATES ON GOB INTENTIONS - FIESP, FEDERATION OF IN- 
DUSTRIES OF THE STATE OF SAO PAULO, CONCURS IN GENERAL CRITICISM OF C 
AL- 

MON DE SA'S PROPOSAL. FIESP HAS EXPRESSED CONCERN THAT ELIMINATION OF 

LAW OF SIMILARS WOULD CAUSE GRAVE REPERCUSSIONS NOT ONLY FOR INDUSTRY 
BUT FOR EMPLOYMENT. DURING A RECENT FIESP MEETING RUMORS CIRCULATED 
THAT THE GOB IN CONSIDERING A STUDY WHICH ADVOCATES ABOLISHING 
THE LAW OF SIMILARS FOR IMPORTS OF THE PRIVATE SECTOR. THE STUDY REPO 
R 
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TEDLY ADVOCATES INSTEAD FISCAL INCENTIVES FOR DOMESTIC INDUSTRY THROU 
GH 

EXEMPTIONS FROM INDUSTRIAL AND SALES TAXES (IPI AND ICM) 

AND TARIFF REVISIONS. THE STUDY ENVISAGES NO CHANGE IN 
THE PRESENT RULES FOR PUBLIC ENTITIES, WHOSE IMPORTS 
WOULD CONTINUE SUBJECT TO EXAMINATION FOR SIMILARITY 
WITH DOMESTIC PRODUCTS. 

7. EMBASSY COMMENT: MINISTER CALMON DE SA HAS REACTED 
TO THE WIDE CRITICISM BY SAO PAULO INDUSTRIALISTS OF HIS 
SUGGESTIONS ON LAW OF SIMILARS BY SAYING THAT HE HAD ONLY 
INTENDED TO STIMULATE DEBATE ON THE SUBJECT. IN THIS HE HAS 
SUCCEEDED. END COMMENT. 
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